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mine if  an  agency's  financial  operations  are  properly  conducted,  the  financial  reports  are  pre- 
sented fairly,  and  the  agency  has  complied  with  applicable  laws  and  regulations  which  could 
have  a  significant  financial  impact.  In  performing  the  audit  work,  the  audit  staff  uses  stand- 
ards set  forth  by  the  American  Institute  of  Certified  Public  Accountants  and  the  United  States 
General  Accounting  Office.  Financial-compliance  audit  staff  members  hold  degrees  with  an 
emphasis  in  accounting.  Most  staff  members  hold  Certified  Public  Accountant  (CPA) 
certificates. 

The  Single  Audit  Act  of  1984  and  OMB  Circular  A- 128  require  the  auditor  to  issue  certain 
financial,  internal  control,  and  compliance  reports  regarding  the  state's  federal  financial 
assistance  programs,  including  all  findings  of  noncompliance  and  questioned  costs.  This 
individual  agency  audit  report  is  not  intended  to  comply  with  the  Single  Audit  Act  of  1984 
or  OMB  Circular  A- 128  and  is  therefore  not  intended  for  distribution  to  federal  grantor 
agencies.  The  Office  of  the  Legislative  Auditor  issues  a  statewide  biennial  Single  Audit 
Report  which  complies  with  the  reporting  requirements  listed  above.  The  Single  Audit  Report 
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Report  can  be  obtained  by  contacting: 

Office  of  the  Legislative  Auditor 

Room  135,  State  Capitol 

Helena,  MT  59620 


MEMBERS  OF  THE  LEGISLATIVE  AUDIT  COMMITTEE 

Senator  Greg  Jergeson,  Chairman  Representative  John  Cobb,  Vice  Chairman 

Senator  Tom  Keating  Representative  Larry  Grinde 

Senator  Paul  Svrcek  Representative  Mike  Kadas 

Senator  Gene  Thayer  Representative  Robert  Pavlovich 


STATE  OF  MONTANA 


LEGISLATIVE  AUDITOR: 
SCOTT  A.  SEACAT 

LEGAL  COUNSEL: 

JOHNW.  NORTHEY 


(^Ititt  xtt  tJb:e  ^tJ^isinti'ixt  ^nbiiitt 


STATE  CAPITOL 

HELENA,  MONTANA  59620 

406/444-3122 


May  1992 


DEPUTY  LEGISLATIVE  AUDITORS: 

MARYBRYSON 
Operations  and  EDP  Audit 

JAMES  GILLETT 
FInancial'Compliance  Audit 

JIM  PELLEGRINI 
Performance  Audit 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

This  is  the  financial-compliance  audit  report  on  the  Department  of  State 
Lands  for  the  two  fiscal  years  1989-90  and  1990-91.   This  report  contains  recom- 
mendations addressing  the  department's  management  controls  over  cash  receipts 
and  Abandoned  Mine  Bureau  contracts;  compliance  with  state  laws  concerning 
spending  non-General  Fund  money  first,  appropriations,  and  performance 
appraisals;  and  accounting  issues  affecting  the  Schedule  of  Federal  Financial 
Assistance,  sales  of  documents,  and  expenditure  classifications.   The  department's 
response  to  our  recommendations  is  included  in  this  report. 

We  thank  the  commissioner  and  his  staff  for  their  cooperation  and 
assistance  throughout  the  audit. 

Respectfully  submit 


Scott  A.  Seacat 
Legislative  Auditor 
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Summary  of  Recommendations 


This  listing  below  serves  as  a  means  of  summarizing  the  recommendations  contained  in  the  report, 
the  department's  response  thereto,  and  a  reference  to  the  supporting  comments. 


Recommendation  #1 


Recommendation  #2 


Recommendation  #3 


Recommendation  #4 


We  recommend  the  department: 

A.  Allocate  resources  to  ensure  deposits 
are  made  in  accordance  with  state  law. 

Agency  Response:  Concur.   See  page  39. 

B.  Distribute  receipts  in  a  timely  manner 
to  maximize  interest  earnings  to  the 
trust  funds 


Agency  Response:   Concur.   See  page  39. 

We  recommend  the  department  continue  to  improye 
controls  over  contracting  and  expenditure  proce- 
dures for  the  Abandoned  Mine  Bureau 


Agency  Response:   Concur.   See  page  39. 
We  recommend  the  department: 

A.  Spend  non-General  Fund  money  first  when- 
ever possible  in  accordance  with  state  law. 

Agency  Response:   Concur.   See  page  39. 

B.  Include  fixed  Air  Operations  costs  in  the 
calculation  of  aircraft  rates. 

Agency  Response:   Concur.   See  page  39. 

C.  Account  for  Air  Operations  activity  in  accord- 
ance with  state  law  and  accounting  policy.    .  .  . 


Agency  Response:   Concur.   See  page  39. 

We  recommend  the  department: 

A.  Record  all  operating  plans  and  approved 

changes  on  the  Statewide  Budgeting  and 
Accounting  System  in  accordance  with 
state  law. 

Agency  Response:   Concur.   See  page  40. 
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Recommendation  #5 


Recommendation  #6 


Recommendation  #7 


Recommendation  #8 


Spend  in  compliance  with  its  authorized 
operating  plan 


Agency  Response:   Concur.   See  page  40. 

We  recommend  the  department  complete  perform- 
ance appraisals  in  compliance  with  state  law.    .  .  . 


13 


14 


Agency  Response:   Concur.   See  page  40. 
We  recommend  the  department: 

A.  Seek  assistance  from  the  Governor's  Office 
as  necessary  when  preparing  the  Schedule  of 
Federal  Financial  Assistance. 

Agency  Response:   Concur.   See  page  40. 

B.  Ensure  the  accounting  records  adequately 
identify  federal  expenditures 


17 


Agency  Response:  Concur.   See  page  40. 

We  recommend  the  department  record  proceeds  from 
the  sale  of  bid  specifications,  policy  manuals, 
and  films  as  revenue  in  accordance  with  state 
accounting  policy 


18 


Agency  Response:  Concur.   See  page  40. 

We  recommend  the  department  work  with  the 
Department  of  Administration's  Accounting  Bureau  to 
devise  a  classification  for  abandoned  mine  recla- 
mation construction  costs  which  accurately  reflects 
the  expenditure  activity 


19 


Agency  Response:   Concur.  See  page  41. 
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Introduction 


Introduction 


We  performed  a  financial-compliance  audit  of  the  Department 
of  State  Lands  for  the  two  fiscal  years  ended  June  30,  1990  and 
1991.  The  objectives  of  the  audit  were  to  determine  if: 

1.  The  department's  administrative  and  accounting  controls 
were  effective  to  ensure  resource  use  was  consistent  with 
laws  and  regulations;  resources  were  safeguarded  against 
waste,  loss,  and  misuse;  and  reliable  information  was 
maintained  and  fairly  disclosed  in  the  financial  records. 

2.  The  department  complied  with  applicable  laws  and 
regulations  during  the  audit  period. 

3.  The  department's  financial  schedules  present  fairly  the 
results  of  its  operations  and  changes  in  fund  balances  for 
the  two  fiscal  years  ended  June  30,  1991  and  1990. 

4.  The  department  implemented  prior  audit  recommenda- 
tions. 

This  report  contains  eight  recommendations  to  the  department. 
The  recommendations  address  areas  where  the  department  can 
improve  its  management  controls,  financial  reporting,  and 
compliance  with  laws  and  regulations.   In  accordance  with 
section  5-13-307,  MCA,  we  analyzed  and  disclosed  the  costs,  if 
significant,  of  implementing  recommendations.   Other  areas  of 
concern  not  having  a  significant  effect  on  the  successful 
operations  of  the  department  are  not  included  in  this  report,  but 
have  been  discussed  with  management. 

We  coordinated  our  work  with  performance  audits  of  Forest 
Policy  (91P-36),  Fire  Management  (91P-34),  and  Forestry 
Division  Equipment  (91P-35).   Issues  resulting  from  the 
performance  audits  are  discussed  in  separate  reports. 


Background 


The  Department  of  State  Lands  was  created  in  1927  and  was 
reorganized  in  its  present  form  by  Chapter  529,  Laws  of  1981. 
The  Board  of  Land  Commissioners  is  constitutionally  created  to 
act  as  the  department  head.  The  board  consists  of  the  Governor, 
Superintendent  of  Public  Instruction,  State  Auditor,  Secretary  of 
State,  and  Attorney  General.  The  land  commissioner  is 
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appointed  by  the  Governor,  subject  to  Senate  approval;  and, 
under  the  direction  of  the  Board  of  Land  Commissioners,  serves 
as  the  chief  administrative  officer  of  the  department. 

The  department  is  responsible  for  the  care,  management,  and 
disposition  of  state  lands.   Its  activities  are  organized  under  the 
following  five  divisions: 

Central  Management  Division  -  performs  the  overall  admin- 
istrative services  for  the  department.   The  division  processes 
trust  income  received  from  surface  and  subsurface  leases  for 
school  trust  funds.   Other  responsibilities  include  administration 
of  grants  from  the  U.S.  Office  of  Surface  Mining  Reclamation 
and  Enforcement  and  the  U.S.  Forest  Service.   The  division 
administers  the  department's  aviation  operation  and  coordinates 
the  department's  data  processing  activities. 

Land  Administration  Division  -  responsible  for  the  appraisal  and 
classification  of  all  state  lands.  The  division's  objective  is  to 
obtain  the  greatest  revenue  for  the  trust  funds  commensurate 
with  the  preservation  of  the  land.   The  division  also  administers 
mineral  leases  for  school  trust  funds. 

Reclamation  Division  -  regulates  all  mining-related  surface  dis- 
turbances in  the  state. 

Forestry  Division  -  responsible  for  state  trust  lands  which  are 
principally  valuable  for  timber  or  for  watershed  protection.  The 
division  provides  for  fire  suppression  efforts  on  state  and  private 
lands. 

Field  Operations  Division  -  responsible  for  operations  carried 
out  in  the  various  field  and  land  offices  throughout  the  state. 
Operations  in  the  field  offices  include  forestry  and  land 
management  tasks. 

The  department  has  field  offices  located  throughout  the  state. 
The  department's  Central  Management,  Land  Administration, 
Reclamation,  and  Field  Operations  Divisions  are  headquartered 
in  Helena.   The  Forestry  Division  is  located  in  Missoula.   During 
the  audit  period,  the  department  employed  approximately  330 
full-time  equivalents  (FTE). 
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Prior  Audit  Recommendations 


Prior  Audit  The  financial-compliance  audit  of  the  Department  of  State 

Recommendations  Lands  for  the  two  fiscal  years  ended  June  30,  1989,  contained 

eight  recommendations  directed  to  the  department.  Seven  of  the 

recommendations  are  still  applicable. 

Of  the  seven  applicable  recommendations,  the  department 
implemented  four,  partially  implemented  one,  and  did  not 
implement  two.  The  recommendation  partially  implemented 
relates  to  segregation  of  duties  in  the  Abandoned  Mine  Bureau, 
which  is  addressed  beginning  on  page  6  of  this  report.   The 
recommendations  not  implemented  relate  to  spending  non- 
General  Fund  money  first  and  performance  appraisals.   These 
issues  are  addressed  beginning  on  pages  7  and  13,  respectively, 
of  this  report. 

The  recommendation  no  longer  applicable  to  the  department 
relates  to  fire  suppression  funding.  The  department  has  explored 
different  methods  of  funding  fire  suppression  costs,  but  the  only 
method  available  to  it  at  this  time  is  obtaining  supplemental 
appropriations  as  needed. 
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Internal  Controls 


Management  is  responsible  for  establishing  and  maintaining  a 
system  of  internal  control.   The  system  should  provide  manage- 
ment with  reasonable  assurance  that  resources  are  safeguarded 
against  waste,  loss,  and  misuse.  The  following  report  sections 
discuss  areas  where  the  department  could  improve  its  manage- 
ment controls. 


Controls  Over  Cash 
Receipts 


The  department  received  approximately  $20  million  in  income 
from  land  rentals,  mineral  royalties,  and  federal  subsidies  in 
each  fiscal  year  1989-90  and  1990-91.   These  receipts  arrive  in 
large  quantities  at  various  times  during  the  year.   The 
department  received  approximately  2,500  checks  totalling 
$2.5  million  for  agriculture  leases  in  November  1991  and 
approximately  another  9,000  checks  totalling  $1.8  million  for 
grazing  leases  in  January  and  February  1992.   In  December  and 
January,  it  receives  approximately  1,500  Commodity  Credit 
Corporation  (C.C.C.)  checks  from  the  federal  government.  The 
C.C.C.  payments  are  recorded  as  agricultural  lease  revenue  and 
are  intermingled  with  other  agriculture  lease  income.   Because  of 
this  we  cannot  determine  the  income  amount  related  to  C.C.C. 
payments.   Because  of  the  volume  of  receipts  received  in  a  short 
period  of  time,  management  must  be  aware  of  peak  work  load 
periods  and  have  controls  to  properly  allocate  resources  to  meet 
the  demands  and  ensure  the  timely  processing  of  receipts. 


Depositing  Receipts  with 
State  Treasurer 


Under  the  department's  current  structure,  one  employee  is 
responsible  for  depositing  and  recording  receipts  on  the  State- 
wide Budgeting  and  Accounting  System  (SBAS).   During  the 
period  from  December  1991  to  February  1992,  a  combination  of 
factors  resulted  in  the  department  being  unable  to  process  or 
deposit  receipts  in  a  timely  manner.  The  department  did  not 
begin  receiving  the  C.C.C.  checks  until  late  December  1991, 
approximately  two  weeks  later  than  normal.   During  this  time 
the  department  also  began  receiving  its  grazing  lease  renewals. 
This  created  an  unusually  high  volume  of  checks  during  this 
time  period.   In  addition,  the  employee  responsible  for 
processing  and  depositing  checks  was  ill  off  and  on  during  this 
period.   The  combination  of  these  situations  created  a  backlog  of 
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checks.  The  department's  management  controls  were  not 
responsive  to  this  backlog. 

As  a  result,  the  department  had  approximately  1,200  undeposited 
checks  totalling  $648,895  in  a  file  cabinet  drawer  on  February 
18,  1992.   The  file  cabinet  remained  unlocked  during  the  work 
day  but  was  locked  at  night.  The  receipt  date  for  the 
undeposited  checks  ranged  from  December  27,  1991  through 
February  5,  1992.   Department  records  also  show  that  during  this 
period  approximately  another  350  C.C.C.  checks  totalling 
$170,853  were  deposited  33  to  42  days  after  the  initial  receipt. 

State  law  requires  agencies  to  deposit  collections  with  the  state 
treasurer  each  day  when  total  collections  exceed  $500.   At  a 
minimum,  departments  must  deposit  collections  weekly.  The 
purpose  of  the  law  is  to  safeguard  assets  and  to  maximize 
investment  earnings  to  the  state.   Using  the  December  and 
January  Short  Term  Investment  Pool  (STIP)  rates,  we  calculated 
the  General  Fund  lost  approximately  $4,600  in  interest  because 
of  the  untimely  deposits.   Also,  while  the  checks  remain 
undeposited,  there  is  greater  risk  that  they  may  be  misplaced  or 
stolen. 


Distributing  Income  to 
Trust  Funds 


The  department  employee  was  also  unable  to  distribute  income 
to  the  proper  trust  funds  during  this  period.   As  of  February  17, 
1992,  the  department  had  not  distributed  approximately  $1.5 
million  to  the  trusts.  The  department  invests  the  available  cash 
in  the  trusts  to  maximize  the  interest  earnings.   However,  since 
the  department  did  not  distribute  the  money  in  a  timely  manner, 
the  trust  funds  lost  approximately  $4,900  in  interest  earnings. 
While  the  moneys  remained  undistributed,  the  interest  earnings 
went  to  the  General  Fund. 


Management's  Monitoring 
of  Cash  Receipts 


Because  of  the  large  volumes  of  checks  received  at  various  times 
throughout  the  year,  this  situation  could  occur  again  if  manage- 
ment controls  are  not  implemented.   Due  to  the  nature  of  C.C.C. 
receipts,  the  department  does  not  know  the  amount  of  money  to 
expect  each  year,  but  it  does  know  the  approximate  number  of 
checks  it  will  receive.   Management  should  monitor  employee 
workloads  (i.e.,  number,  type,  and  dates  of  receipts)  and  respond 
by  reallocating  employees'  duties  when  backlogs  occur. 
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Compliance  with  the  law  regarding  timely  deposits  should  not 
result  in  significant  added  cost  to  the  department. 


Recommendation  #1 

We  recommend  the  department: 

A. 


B. 


Allocate  resources  to  ensure  deposits  are  made  in 
accordance  with  state  law. 

Distribute  receipts  in  a  timely  manner  to  maximize 
interest  earnings  to  the  trust  funds. 


Abandoned  Mine  Bureau 
Contracting  Procedures 


The  department's  Abandoned  Mine  Bureau  receives  its  funding 
from  the  U.S.  Department  of  Interior's  Office  of  Surface  Mining 
Reclamation  and  Enforcement  to  administer  Title  IV  of  the 
Federal  Surface  and  Mining  Control  and  Reclamation  Act  of 
1977  (CFDA  #15.252).   The  bureau  contracts  with  engineering 
and  construction  firms  to  design  and  complete  reclamation  of 
abandoned  mines.   The  department's  contract  expenditures  for 
the  Abandoned  Mine  Program  were  approximately  $6,134,000 
and  $3,934,000  in  fiscal  years  1989-90  and  1990-91, 
respectively. 

An  adequate  system  of  internal  control  should  include  the  segre- 
gation of  incompatible  functions.   Incompatible  functions  are 
those  that  place  a  person  in  a  position  to  perpetrate  and  conceal 
errors  or  irregularities  in  the  normal  course  of  their  duties.   In 
our  prior  audit  report,  we  recommended  the  department  separate 
the  duties  of  selecting  contractors,  authorizing  contracts,  and 
approving  expenditures.   The  department  concurred  with  our 
recommendation  and  took  corrective  action  by  moving  the 
responsibility  of  authorizing  contracts  from  the  Abandoned  Mine 
bureau  chief  to  the  department's  commissioner.   However,  the 
bureau  chief  continued  to  control  the  selection  of  contractors  by 
approving  the  notice  of  contract  award. 
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Because  the  department  made  a  settlement  with  a  contractor 
based  on  the  obligation  created  under  a  notice  of  contract  award, 
department  personnel  reviewed  their  contracting  procedures. 
The  department  determined  its  obligation  to  the  contractor 
begins  with  the  notice  of  contract  award  and  not  with  the  actual 
contract.  Therefore  during  the  audit  period,  the  department  did 
not  have  an  adequate  segregation  of  duties.   In  September  1991, 
the  department  changed  its  procedures  and  now  requires  the 
commissioner  to  sign  the  notice  of  contract  award. 

Department  procedures  require  the  approval  of  the  bureau  chief 
and  project  manager  on  each  contract  expenditure  prior  to 
payment.   However,  during  our  audit  period,  we  found  the 
bureau  chief  also  acted  as  project  manager  on  reclamation 
projects.   In  the  instances  where  the  bureau  chief  was  also  the 
project  manager,  there  was  no  second  review  or  approval  of  the 
contract  expenditures.  The  department  could  strengthen  its 
controls  by  performing  an  independent  review  of  contract 
expenditures  prior  to  payment  whenever  the  bureau  chief  is  the 
project  manager. 


Recommendation  #2 

We  recommend  the  department  continue  to  improve  con- 
trols over  contracting  and  expenditure  procedures  for  the 
Abandoned  Mine  Bureau. 


State  Compliance 


The  following  report  sections  discuss  areas  where  the  department 
can  improve  its  compliance  with  statutes  and  appropriation  laws. 


Spending  Non-General 
Fund  Money  First 


The  department  jointly  funds  its  Central  Management  and 
Forestry  Programs  with  General  Fund  and  non-General  Fund 
moneys.  State  law  requires  agencies  to  apply  expenditures 
against  non-General  Fund  money  whenever  possible  before 
using  the  General  Fund  appropriation.   We  identified  four  non- 
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General  Fund  accounts  (Nursery  and  Slash  Disposal  in  the 
Forestry  Program  and  Grant  Reimbursement  and  Air  Operations 
in  the  Central  Management  Program)  where  funds  were  available 
to  finance  expenditures  which  were  charged  to  General  Fund 
appropriations  during  the  audit  period.   As  a  result,  the 
department  used  General  Fund  resources  when  non-General 
Fund  money  was  available  to  finance  the  expenditures.  The 
following  chart  compares  the  June  30,  1991  fund  balances  in  the 
non-General  Fund  accounts  to  the  General  Fund  expenditures 
charged  for  related  activity. 


Table  1 

Spendinq  Non- Genera I 

Fml  Money 

First  Analysis 

General 

Fund  Expenditures 

Fiscal 

Fiscal 

Account's 

Year 

Year 

Tuo-Year   Fund  Balance 

Account  Name       1989-90 

1990-91 

Total    June  30.  1991 

Nursery            $126,808 

$111,359 

$  238,167    $146,232 

Slash  Disposal        79,467 

157,056 

236,523     281,465* 

Grant  Reimbursement   638,536 

645,673 

1,284,209     90,944 

Air  Operations       162,490 

157,522 

320,012     204,730 

*0f  this  fund  balance,  $260,231 

relates  to 

administrative  fees  which 

may  be  used  to  offset  General 

Fund  expend 

itures. 

Source:   Compiled  by  the  Office  of  the 

Legislative  Auditor  from 

SBAS  records. 

Slash  Disposal  Account 


The  moneys  in  the  Slash  Disposal  account  relate  to  a  $.60  per 
thousand  board  feet  administrative  fee  collected  to  administer 
the  slash  program  plus  any  forfeited  deposits  the  department 
must  use  to  finance  the  clean  up  of  slash  areas.  The  forfeited 
deposits  are  designated  for  clean  up  projects,  so  only  the 
administration  fee  is  available  to  offset  General  Fund 
expenditures.   As  noted  in  Table  1,  $260,231  of  the  fund  balance 
in  the  Slash  Disposal  account  relates  to  administration  fees. 
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Grant  Reimbursement 
Account 


The  department  receives  reimbursement  from  the  federal  govern- 
ment for  indirect  costs  incurred  in  administering  federal  grant 
programs.  The  department  uses  these  indirect  cost  reimburse- 
ments to  finance  a  portion  of  its  Central  Management  Program. 
Department  personnel  explained  the  department's  indirect  cost 
rate  dropped  from  about  13  percent  in  fiscal  year  1990-91  to 
8  percent  in  fiscal  year  1991-92  and  7  percent  in  fiscal  year 
1992-93.   Because  of  this  drop  in  indirect  cost  rates,  the 
department  anticipates  using  the  fund  balance  in  this  account  to 
maintain  current  level  services. 


Nursery  and  Air  Opera- 
tions Accounts 


Department  personnel  explained  the  Nursery  Account  is 
intended  to  produce  a  positive  cash  flow  to  provide  for  future 
projects,  such  as  the  construction  of  a  new  greenhouse.  Depart- 
ment personnel  explained  the  Air  Operations  fees  are  set  to 
finance  aircraft  maintenance  expenses.   Because  the  maintenance 
is  based  on  the  number  of  hours  flown,  which  vary  based  on  the 
fire  season,  it  is  difficult  for  the  department  to  predict  the 
amount  of  maintenance  needed  in  a  particular  fiscal  year.  As  a 
result,  the  account's  fund  balance  increases  until  maintenance 
costs  are  incurred. 


Air  Operations  Cost 
Recovery 


In  addition,  the  department's  Air  Operations  account  is  in  the 
Internal  Service  Fund.   An  Internal  Service  Fund  is  intended  to 
account  for  providing  goods  or  services  to  governmental  agencies 
on  a  cost-reimbursement  basis  (i.e.,  be  self  supporting).  The 
department  sets  its  hourly  Air  Operations  rates  based  on  direct 
operating  costs  (such  as  fuel,  oil,  repairs,  and  inspections)  which 
it  records  in  the  Internal  Service  Fund.  These  rates  vary  from 
$70  to  $700  per  hour  depending  on  the  aircraft.   However,  the 
Air  Operations  rates  do  not  include  fixed  costs  such  as  pilot 
salaries,  insurance,  hangar  and  office  rental,  training,  and 
communications.   The  department  pays  these  fixed  costs  from 
the  General  Fund. 


As  noted  in  Table  1,  the  General  Fund  expenditures  related  to 
Air  Operations  were  $157,522  in  fiscal  year  1990-91.   The 
department  recovered  approximately  $21,000  of  the  fixed  Air 
Operations  cost  through  its  federal  indirect  cost  recoveries. 
However,  because  the  department  does  not  include  the  fixed  Air 
Operations  costs  in  its  rates,  users  are  not  paying  the  full  cost  of 
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Air  Operations  services.  The  department  should  include  the 
fixed  Air  Operations  costs  in  calculating  its  rates.   This  will 
ensure  each  user  pays  the  full  cost  associated  with  the  Air 
Operations  services  received.  This  also  allows  users  to  accurately 
reflect  the  full  cost  of  the  services  in  their  accounting  records. 

Because  the  General  Fund  subsidizes  Air  Operations  through 
direct  General  Fund  expenditures,  the  department  is  not  record- 
ing Air  Operations  activity  in  accordance  with  state  accounting 
policy  which  requires  such  subsidies  be  recorded  as  a  transfer. 
If  the  department  wishes  to  continue  accounting  for  its  Air 
Operations  in  the  Internal  Service  Fund,  it  should  record  the 
General  Fund  support  as  a  transfer  in  to  the  Air  Operations 
account  in  the  Internal  Service  Fund.   Otherwise,  the  department 
could  explore  funding  the  Air  Operations  account  entirely 
through  either  the  Internal  Service  Fund  or  the  General  Fund,  or 
reclassify  it  as  a  Special  Revenue  Fund  account  and  continue  to 
split  funding  with  the  General  Fund. 

Summary  The  department's  reasons  for  maintaining  a  fund  balance  in  some 

of  its  accounts  may  have  merit,  but  under  the  law  in  effect 
during  the  audit  period,  the  department  should  have  spent  non- 
General  Fund  money  first  whenever  possible  before  using  its 
General  Fund  appropriation.   During  the  1991  Legislative 
Session,  the  legislature  enacted  House  Bill  454  which  amended 
section  17-2-108,  MCA.  The  amended  law  gives  agencies  more 
flexibility  between  spending  General  Fund  and  non-General 
Fund  moneys.  The  department  should  continue  to  monitor  its 
expenditures  in  programs  funded  by  both  General  and  non- 
General  Fund  moneys  to  ensure  compliance  with  state  law. 
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Recommendation  #3 

We  recommend  the  department: 

A.  Spend  non-General  Fund  moneys  first  whenever 
possible  in  accordance  with  state  law. 

B.  Include  fixed  Air  Operations  costs  in  the 
calculation  of  aircraft  rates. 

C.  Account  for  Air  Operations  activity  in  accordance 
with  state  law  and  accounting  policy. 


Compliance  with  House  Section  7,  House  Bill  100,  Laws  of  1989,  requires  state  agencies 

Bill  100  to  make  expenditures  in  substantial  compliance  with  an  approved 

operating  budget.   The  House  Bill  states  each  operating  budget 
must  include  expenditures  for  each  program  detailed  at  least  by 
the  categories  of  personal  services,  operating  expenses,  equip- 
ment, benefits  and  claims,  grants,  transfers,  and  local  assistance. 
House  Bill  100  allows  agencies  to  adjust  their  operating  budgets 
through  operating  plan  amendments.   This  provides  agencies 
flexibility  in  spending  their  appropriations.   The  section  also 
requires  each  agency  to  record  its  operating  budgets  and  any 
approved  changes  on  the  Statewide  Budgeting  and  Accounting 
System  (SBAS). 

We  compared  the  approved  operating  plans  to  the  authorized 
amounts  on  SBAS  for  the  Reclamation,  Land  Administration, 
Resource  Development,  and  Forestry  programs.   For  all  four 
programs  reviewed,  the  department's  spending  authority 
recorded  on  SBAS  differed  from  its  approved  operating  plans  in 
fiscal  year  1990-91.   The  following  table  summarizes  the 
differences  we  noted  in  our  review. 


Page  11 


Findings  and  Recommendations 


Table   2 

Conparison  of  Fiscal  Year  1990-91 

Operating  Plans  to  SBAS 


Expenditure 
Category 


Not  Budgeted 
Personal  Services 
Operating  Expenses 
Equipment 
Capital  Outlay 


Not  Budgeted 
Personal  Services 
Operating  Expenses 
Equipment 
Capital  Outlay 


SBAS 
Budget 


Operating 

Plan 


Reclatnation  Program 
$1,700,293  $       0 


SBAS   Operating 
Budget     Plan 


Land 
Administration  Program 


1,316,057 

4,385,254 

81,357 

4,762,383 


1,398,075 

5,046,914 

93,357 

5,000,000 


Resource 
Development  Program 


40,000 

210,105 

39,779 

600 

5,000 


0 

562,255 

128,400 

18,500 

0 


0 

563,781 

126,874 

18,500 

0 


0 

213,779 

36,105 

600 

45,000 


Forestry  Program 


$2,712,129 

6,142,015 

3,005,240 

344,351 

0 


$  0 

6,156,591 

5,480,331 

506,813 

0 


Source: 


Compiled  by  Office  of  the  Legislative  Auditor  from 
Department  of  State  Lands'   operating  plans  and  SBAS. 


Department  personnel  explained  they  input  budgets  on  SBAS  to 
meet  their  internal  needs  and  the  budgets  did  not  necessarily 
agree  with  the  approved  operating  plans.   Therefore,  SBAS  does 
not  demonstrate  spending  in  compliance  with  the  approved 
operating  plans,  which  House  Bill  100  was  intended  to  facilitate. 

As  previously  mentioned,  the  House  Bill  requires  agencies  to 
spend  in  substantial  compliance  with  an  approved  operating 
budget.   The  House  Bill  defines  spending  in  substantial 
compliance  as  no  expenditure  category  may  be  overspent  by 
more  than  5  percent.   We  determined  the  department's 
expenditures  exceeded  its  approved  operating  plans  by  more  than 
5  percent  in  three  instances.   The  following  table  outlines  the 
instances  of  noncompliance. 
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Table  3 

Authorized  to  Actual  ExDenditures 

Program  Name 

Fiscal 
Year 

1990-91 
1990-91 
1989-90 

Operating 

Plan 

Amount 

$18,500 

600 

3,500 

SBAS 
Expenditure 
$20,669 
765 
6,375 

Amount  of 

Difference 

$2,169 

165 

2,875 

Percent 
Overspent 
12% 
28% 
82% 

Lands  Administration 
Resource  Development 
Resource  Development 

Source:   Compiled  by  the 
plans  and  SBAS 

Office  of  the 
records. 

Leg  is 

lative  Auditor 

from  Department 

of  State  Lands'  operating 

The  department  did  not  overspend  its  total  appropriation 
authority  for  these  programs  or  fund  any  of  the  overspent 
budgets  with  personal  services  moneys.   Department  personnel 
explained  it  did  not  detect  the  overspent  categories  in  the  budget 
and  therefore  did  not  obtain  operating  plan  amendments  to 
correct  the  overexpended  budgets.  The  department  should 
record  its  operational  plans  on  SBAS  to  improve  its  monitoring 
of  approved  budgets  and  make  the  appropriate  operating  plan 
amendments  to  ensure  compliance  with  state  law. 


Recommendation  #4 

We  recommend  the  department: 

A.  Record  all  operating  plans  and  approved  changes  on 
the  Statewide  Budgeting  and  Accounting  System  in 
accordance  with  state  law. 

B.  Spend  in  compliance  with  its  authorized  operating 
plan. 


Performance  Appraisals 


In  our  prior  audit  report  we  recommended  the  department 
complete  performance  appraisals  as  required  by  state  law.   State 
law  requires  the  department  to  perform  evaluations  of  employee 
productivity.   Furthermore,  the  Administrative  Rules  of 
Montana  require  state  employees  be  appraised  during  established 
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periods  of  not  more  than  one  year.   Performance  appraisals 
provide  feedback  to  employees  on  their  job  performance  and 
suggestions  for  improvement.   It  is  necessary  for  the  department 
to  have  timely  performance  appraisals  to  provide  adequate 
documentation  and  an  objective  basis  for  management  decisions 
in  the  event  of  promotions  or  disciplinary  actions. 

Although  the  department  concurred  with  our  prior  recommenda- 
tion, problems  regarding  timely  performance  appraisals  still 
exist.   During  our  current  audit,  we  found  9  out  of  21  personnel 
files  we  reviewed  did  not  contain  timely  performance  appraisals 
and  2  of  the  21  files  contained  no  performance  appraisals  at  all. 
Department  personnel  indicated  performance  appraisals  do  not 
receive  the  priority  they  deserve  because  of  division  admin- 
istrators' workloads.  The  department  should  reevaluate  priorities 
and  ensure  performance  appraisals  are  completed  in  a  timely 
manner. 


Recommendation  #5 

We  recommend  the  department  complete  performance 
appraisals  in  compliance  with  state  law. 


Accounting  Issues  The  department  records  its  financial  activity  on  the  Statewide 

Budgeting  and  Accounting  System  (SBAS).  The  Montana 
Operations  Manual  outlines  the  policies  and  procedures  the 
department  should  follow  in  order  to  record  its  financial 
information  in  accordance  with  state  accounting  policy.   The 
following  report  sections  discuss  areas  where  the  department 
could  improve  its  compliance  with  state  accounting  policy. 
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Schedule  of  Federal 
Financial  Assistance 


The  Governor's  Office  prepares  and  submits  a  Federal  Single 
Audit  Report  to  the  federal  government  in  compliance  with  the 
Single  Audit  Act  of  1984.   Included  in  the  report  is  a  Schedule  of 
Federal  Financial  Assistance,  which  shows  the  total  assistance 
received  by  all  state  agencies  for  each  federal  financial  assistance 
program.  The  Single  Audit  Act  defines  federal  financial 
assistance  as  assistance  provided  by  a  federal  agency  in  the  form 
of  grants,  contracts,  cooperative  agreements,  loans,  loan 
guarantees,  property  interest  subsidies,  insurance,  or  direct 
appropriations.   In  order  to  prepare  the  statewide  Schedule  of 
Federal  Financial  Assistance,  the  Governor's  Office  requests 
each  agency  to  prepare  its  own  Schedule  of  Federal  Financial 
Assistance  based  on  its  accounting  records.   To  facilitate  the 
preparation  of  the  schedules,  the  Governor's  Office  provides 
directions  on  what  information  agencies  should  include  on  their 
schedules.   The  directions  state  the  schedule  should  include  total 
current  year,  prior  year,  and  indirect  cost  expenditures  related  to 
the  department's  federal  financial  assistance  programs. 


In  preparing  the  Schedule  of  Federal  Financial  Assistance  for 
fiscal  years  1989-90  and  1990-91,  the  department  omitted  or 
misstated  the  items  shown  in  the  following  table. 


Table  4 

Suimary  of  Errors 

on  the  Schedule  of  Federal  Financial 

Assistance 

1990-91 

CFDA 

Fiscal  Year 
Amount 

1989-90 
Correct 

Fiscal  Year 

Amount 

Correct 

Program  Name 

Number 

Reported 

Amount 

Reported 

Amount 

Agriculture  Conservation 

10.063 

$    8,610 

$    8,034 

$    8,000 

$    9,029 

Forestry  Incentives  Program 

10.064 

2,000 

2,260 

2,000 

2,720 

Cooperative  Forestry  Assistance 

10.664 

434,200 

196,772 

905,578 

322,912 

Rural  Coomiunity  Fire  Protection 

10.664 

61,500 

68,104 

69,580 

70,761 

Resource  Conservation 

10.901 

16,000 

19,682 

16,000 

19,165 

Watershed  Effects 

10.904 

43,000 

23,000 

0 

Unavai I  able 

Administration  and  Enforcement 

15.250 

555,871 

610,095 

733,854 

807,456 

AML  Construction 

15.252 

3,821,212 

3,821,240 

1,034,333 

1,034,361 

AML  Administration 

15.252 

1,941,397 

1,992,757 

2,239,505 

2,298,572 

Federal  Fire  Reimbursement 

10.999 

0 

543,280 

0 

656,339 

Fire  Protection  Coop.  Agree. 

15.999 

0 

103,179 

0 

69,482 

Conservation  Reserve  Program 

10.069 

0 

133 

0 

0 

Western  Governors'  Association 

66.999 

0 

0 

0 

6,993 

Section  319 

66.460 

0 

0 

0 

28,548 

Source:  Compiled  by  the  Office  of  the  Legis 

lative  Auditor 

from  SBAS  records. 
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Department  personnel  indicated  they  were  unaware  of  the 
reasons  for  preparing  the  schedule  and  unsure  as  to  what  they 
should  include  on  the  schedule.   Department  personnel  should 
consult  with  the  Governor's  Office  to  obtain  the  assistance 
necessary  to  properly  complete  the  schedule. 

We  also  found  the  department's  accounting  records  did  not 
adequately  support  the  fiscal  year  1990-91  expenditures  related 
to  the  Watershed  Effects  grant  (CFDA  #10.904).   Office  of 
Management  and  Budget  Circular  A- 102  states,  "grantees  must 
maintain  records  which  adequately  identify  the  source  and 
application  of  funds  provided  for  financially  assisted  activities." 

The  Watershed  Effects  grant  was  a  two-year  grant  for  $43,000. 
The  department  spent  $23,000  in  fiscal  year  1989-90,  leaving 
$20,000  of  spending  authority  in  fiscal  year  1990-91.   However, 
the  department's  accounting  records  show  $49,839  in  expendi- 
tures in  the  related  responsibility  center  for  that  fiscal  year. 
Department  personnel  stated  they  have  both  state  and  federal 
moneys  reported  in  the  responsibility  center.  They  could  not 
identify  which  expenditures  related  to  this  particular  grant 
without  looking  at  each  individual  expenditure  transaction.   For 
this  reason,  we  are  unable  to  determine  the  amount  expended  for 
the  Watershed  Effects  grant  in  fiscal  year  1990-91. 

The  department  should  track  and  identify  grant  expenditures 
separately.   This  should  also  facilitate  preparing  the  Schedule  of 
Federal  Financial  Assistance. 
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Recommendation  #6 

We  recommend  the  department: 

A.  Seek  assistance  from  the  Governor's  Office  as 
necessary  when  preparing  the  Schedule  of  Federal 
Financial  Assistance. 

B.  Ensure  the  accounting  records  adequately  identify 
federal  expenditures. 


Sale  of  Documents  The  department's  Abandoned  Mine  Reclamation  Bureau  sells  bid 

specifications,  policy  manuals,  and  films  to  defray  the  cost  of 
preparing  the  information.   The  department  received 
approximately  $9,400  and  $7,800  from  these  sales  in  fiscal  years 
1989-90  and  1990-91,  respectively. 

State  accounting  policy  allows  agencies  to  reduce  expenditures 
when  correcting  an  error  or  recording  reimbursements  of 
expenditures  made  on  behalf  of  another  entity.   The  sale  of  bid 
specifications,  policy  manuals,  and  films  does  not  meet  this 
criteria,  so  state  accounting  policy  requires  the  department  to 
record  the  proceeds  as  revenue. 

The  department  recorded  the  sales  proceeds  by  reducing 
expenditures  relating  to  consulting  and  professional  services  and 
photographic  services.  SBAS  records  show  the  department  spent 
approximately  $1,420,000  and  $1,742,000  for  these  services  in 
fiscal  years  1989-90  and  1990-91,  respectively.   As  a  result  of  its 
procedures,  the  department  did  not  record  $17,200  in  revenues 
from  Abandoned  Mine  Reclamation  sales  for  the  two  fiscal 
years.  The  department  also  understated  operating  expenditures 
in  the  Special  Revenue  Fund  by  the  amount  of  sales  each  fiscal 
year.   By  reducing  expenditures,  the  department  also  reesta- 
blishes expenditure  authority.   In  essence,  the  recording  of 
income  as  a  reduction  of  expenditures  increases  the  department's 
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Findings  and  Recommendations 


expenditure  authority  for  Abandoned  Mine  Reclamation 
administration  beyond  its  original  appropriation  authority. 

Department  personnel  stated  this  was  the  way  they  have  always 
recorded  these  sales  and  believed  it  was  the  proper  method  of 
accounting  for  the  proceeds.   The  department  should  record 
future  sales  as  revenue  in  accordance  with  state  accounting 
policy. 


Recommendation  #7 

We  recommend  the  department  record  proceeds  from  the 
sale  of  bid  specifications,  policy  manuals,  and  films  as 
revenue  in  accordance  with  state  accounting  policy. 


Expenditure  Classification  The  department  contracts  with  construction  firms  to  perform 

reclamation  of  designated  abandoned  mines  and  records  the 
expenditures  as  "Capital  Outlay"  expenditures.   The  department 
recorded  $5,418,821  and  $3,081,694  of  such  expenditures  in 
fiscal  years  1989-90  and  1990-91,  respectively. 

The  Montana  Operations  Manual  defines  capital  outlay  as 
expenditures  relating  to  the  purchase  of  assets  by  the  state  and 
for  construction  or  improvement  of  assets  owned  by  the  state. 
Since  the  reclamation  work  is  done  on  private  land  where  the 
state  has  no  ownership  rights,  these  expenditures  would  be  more 
appropriately  accounted  for  under  the  "Other  Services"  category. 

When  the  program  began  in  the  1970s  the  federal  granting 
agency  requested  the  department  account  for  engineering  and 
construction  expenditures  separately.   Because  of  this  the 
department  requested  a  special  expenditure  object  for 
construction  expenditures  from  the  Department  of  Admini- 
stration. The  Department  of  Administration's  Accounting 
Bureau  assigned  the  department  an  expenditure  object  under  the 
"Capital  Outlay"  category.   However,  this  expenditure 
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Findings  and  Recommendations 


classification  assignment,  which  is  contained  in  state  accounting 
policy,  contradicts  the  definition  of  "Capital  Outlay"  also 
provided  in  state  accounting  policy.   Current  Accounting  Bureau 
personnel  agree  the  expenditures  do  not  meet  the  "Capital 
Outlay"  definition  in  state  accounting  policy.  The  department 
should  work  with  Accounting  Bureau  to  establish  a  method  of 
accounting  for  construction  costs  which  meets  its  federal 
reporting  needs  and  records  information  on  SBAS  to  accurately 
reflect  the  nature  of  the  expenditure  activity. 


Recommendation  #8 

We  recommend  the  department  work  with  the  Department 
of  Administration's  Accounting  Bureau  to  devise  a  classi- 
fication for  abandoned  mine  reclamation  construction  costs 
which  accurately  reflects  the  expenditure  activity. 
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Disclosure  Issue 


State  Land  Equalization 
Payments 


State  law  requires  the  department  to  reimburse  counties  in  which 
the  state  owns  greater  than  6  percent  of  the  land  area  for  lost 
property  tax  revenues.   Using  land  acreage  and  property  tax 
information,  the  county  assessor  computes  the  state  equalization 
request  for  payment  and  submits  it  to  the  department.   Accord- 
ing to  section  77-1-503,  MCA,  the  county  must  submit  this 
information  to  the  department  by  October  1.  The  department 
reviews  the  information  for  accuracy  and  completeness  and 
calculates  the  state  land  equalization  payment  to  each  county. 
Section  77-1-505,  MCA,  requires  the  state  to  issue  state  land 
equalization  payments  to  counties  before  December  1. 


The  department  distributed  $265,000  in  state  land  equalization 
payments  to  18  counties  in  fiscal  year  1989-90  and  again  in 
fiscal  year  1990-91.  The  department  issued  these  payments  after 
the  December  1  deadline  because  in  each  fiscal  year,  1 1  counties 
missed  the  October  1  deadline  for  submitting  state  land 
equalization  information  to  the  department.   The  following  chart 
summarizes  the  late  information  from  the  counties. 


Table  5 

state  Land  Eoualization  Payment  Information            1 

Fiscal  Year 

Fiscal  Year 

Information 

a.  Total  payments  to 

1989-90 

1990-91 

late- reporting 

counties 

$61,035 

$72,525 

b.  Percent  of  above  to 

total  equalization 

payments 

23% 

27% 

c.  Date  last  county 

submitted  information 

Feb.  8,  1990 

Dec.  19,  1990 

d.  Date  department 

issued  payments 

Feb.  13,  1990 

Dec.  24,  1990 

Source:  Compiled  by  the  Off 

ice  of  the  Legislative 

Auditor  from 

Department  of  State 

Lands'  records. 

In  our  prior  audit  report,  we  recommended  the  department  seek 
alternative  methods  to  ensure  timely  state  land  equalization 
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Disclosure  Issue 


payments.  The  department  concurred  with  our  recommendation 
and  sought  legislation  to  change  the  requirements  of  the  law. 
The  legislation  failed,  so  the  department  developed  a  new  county 
reporting  form  to  aid  in  the  calculation  of  the  payments.   In 
fiscal  year  1991-92,  the  department  began  requiring  the  use  of 
the  new  form.   The  form  aided  the  counties  and  state  in  calcu- 
lating the  state  land  equalization  payment,  which  was  made  on 
November  22,  1991  in  compliance  with  the  state  law.   Because 
the  department  made  the  most  recent  payment  in  compliance 
with  state  law  we  make  no  recommendation  at  this  time. 
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Page  23 


Summary  of  Independent  Auditor's  Report 


Summaiy  of  Indepen-  The  financial  schedules  are  prepared  from  the  Statewide  Budget- 

dent  Auditor's  Report  ing  and  Accounting  System  without  adjustments.  The  auditor's 

opinion  issued  in  this  report  is  intended  to  convey  to  the  reader 
of  the  financial  schedules  the  degree  of  reliance  which  can  be 
placed  on  the  amounts  presented.  The  opinion  on  the  financial 
schedules  presented  indicates  the  schedules  are  fairly  stated  in  all 
material  respects  and  the  user  can  rely  on  the  information 
presented. 
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STATE  OF  MONTANA 


LEGISLATIVE  AUDITOR: 
SCOTT  A. SEACAT 

LEGAL  COUNSEL: 

JOHNW.  NORTHEY 


^liitt  ixi  tht  ^t:^hinii^t  ^nhiixtx 


STATE  CAPITOL 

HELENA.  MONTANA  59620 

406/444-3122 


INDEPENDENT  AUDITOR'S  REPORT 


DEPUTY  LEGISLATIVE  AUDITORS: 

MARYBRYSON 
Operations  and  EDP  Audit 

JAMES  GILLETT 
Financial-Compliance  Audit 

JIM  PELLEGRINI 
Performance  Audit 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  audited  the  accompanying  financial  schedules  of  the  Department  of  State  Lands 
for  each  of  the  two  fiscal  years  ended  June  30,  1990  and  1991,  as  shown  on  pages  26  through  35. 
The  information  contained  in  these  financial  schedules  is  the  responsibility  of  the  department's 
management.  Our  responsibility  is  to  express  an  opinion  on  these  financial  schedules  based  on  our 
audit. 

We  conducted  our  audit  in  accordance  with  generally  accepted  auditing  standards.   Those 
standards  require  that  we  plan  and  perform  the  audit  to  obtain  reasonable  assurance  about  whether 
the  financial  schedules  are  free  of  material  misstatement.   An  audit  includes  examining,  on  a  test 
basis,  evidence  supporting  the  amounts  and  disclosure  in  the  financial  schedules.   An  audit  also 
includes  assessing  the  accounting  principles  used  and  significant  estimates  made  by  management, 
as  well  as  evaluating  the  overall  financial  schedule  presentation.   We  believe  that  our  audit 
provides  a  reasonable  basis  for  our  opinion. 

As  described  in  note  1,  the  financial  schedules  are  presented  on  a  comprehensive  basis  of 
accounting  other  than  generally  accepted  accounting  principles.  The  schedules  are  not  intended  to 
be  a  complete  presentation  and  disclosure  of  the  department's  assets,  liabilities,  and  cash  flows. 

In  our  opinion,  the  financial  schedules  referred  to  above  present  fairly,  in  all  material 
respects,  the  results  of  operations  and  changes  in  fund  balances  of  the  Department  of  State  Lands 
for  the  two  years  ended  June  30,  1990  and  1991,  in  conformity  with  the  basis  of  accounting 
described  in  note  1. 


Respectfully  submitted. 


James  Gillett,  CPA 
Deputy  Legislative  Auditor 


February  28,  1992 
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DEPARTMENT  OF  STATE  LANDS 

SCHEDULE  OF  CHANGES  IN  FUND  BALANCES 

FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE  30.  1991 


FUND  BALANCE:  July  1,  1989 


General 
Fund 


Special  Capital  Internal 

Revenue  Project  Service  Nonexpendable 

Funds  Funds  Funds  Trust  Funds 

$29.952.423  $11.529  $215.806  $270.003.422 


ADDITIONS 
Fiscal  Year  1989-90 
Budgeted  Revenue  &  Transfers  In 
Nonbudgeted  Revenue  &  Transfers  In 
Prior  Year  Revenue  Adjustments 
Support  From  State  of  Montana 
Direct  Entries  to  Fund  Balance 
Cash  Transfers  In 

Fiscal  Year  1990-91 

Budgeted  Revenue  &  Transfers  In 

Nonbudgeted  Revenue  &  Transfers  In 

Prior  Year  Expenditure  Adjustments 

Support  From  State  of  Montana 

Cash  Transfers  In 

Total  Additions 


1,011,058 


47,564,179 


212,192 


9,882 

185,504 

78,591,876 

165,476 

7,666,807 

126,389^ 

1,025,180- 

386,544 

48,996,541 

271,170 

11,749 

219,427 
23,954 

10,216 

78,831,283 

9,856,677 

Hi 

,178 
,178 

869.180- 

19,108.194 

97.115.994 

493.578 

159.317.519 

REDUCTIONS 
Fiscal  Year  1989-90 
Budgeted  Expenditures  &  Transfers  Out 
Prior  Year  Expenditure  Adjustments 
Cash  Transfers  Out 
Prior  Year  Revenue  Adjustments 
Nonbudgeted  Expenditures  &  Transfers  Out 

Fiscal  Year  1990-91 

Budgeted  Expenditures  &  Transfers  Out 

Prior  Year  Expenditure  Adjustments 

Direct  Entries  to  Fund  Balance 

Cash  Transfers  Out 

Prior  Year  Revenue  Adjustments 

Nonbudgeted  Expenditures  &  Transfers  Out 

Total  Reductions 

FUND  BALANCE:  June  30,  1991 


8,833,996 
19,228 


13,167,195 
42,769 
32, 521, 995  •* 
190,108 


2,479 


235,131 
4,048 


(726) 


332,624 
64,030,40r 


10,216,808 

13,399,721 

25,286 

265,649 

38,022 

140 

33,165,893^ 

10,662 

552 
504.654 

48,558, 
67.129.042 

19.108.194 

92.498.343 

27.765 

131.540.625 

5        0 

$34,570,074 

$(2,058) 

$204,730 

$297,780,316 

See  note  5. 
See  note  6. 
See  note  7. 


This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System, 
the  notes  to  the  financial  schedules  on  pages  30  through  35. 


Additional  information  is  provided  in 
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DEPARTMENT  OF  STATE  LANDS 
SCHEDULE  OF  BUDGETED  REVENUE  AND  TRANSFERS  IN  -  ESTIMATE  AND  ACTUAL 
FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE  30.  1991 


Federal 
Licenses    Charges     Indirect 

and        For        Cost 
Permits    Services    Recoveries 


Sale  of 

Grants, 

Documents, 

Contracts, 

Other 

Investment 

Fines  & 

Merchandise 

Donations  & 

Financing 

Earnings 

Forfeits 

&  Property 

Abandonments 

Sources 

Federal 


Total 


Fiscal  Year  1990-91 

GENERAL  FUND 
Estimated  Revenue 
Actual  Revenue 
Col  lections  Over 
(Under)  Estimate 

SPECIAL  REVENUE  FUND 
Estimated  Revenue 
Actual  Revenue 
Collections  Over 
(Under)  Estimate 

INTERNAL  SERVICE  FUNDS 
Estimated  Revenue 
Actual  Revenue 
Col  lections  Over 
(Under)  Estimate 

Fiscal  Year  1989-90 

GENERAL  FUND 
Estimated  Revenue 
Actual  Revenue 
Col  lections  Over 
(Under)  Estimate 

SPECIAL  REVENUE  FUND 
Estimated  Revenue 
Actual  Revenue 
Col  lections  Over 
(Under)  Estimate 

INTERNAL  SERVICE  FUNDS 
Estimated  Revenue 
Actual  Revenue 
Collections  Over 
(Under)  Estimate 


$  5,000 
1.2^9 


$10,000 
19,025 


$  3,000 
12.053 


$10,000 
9.255 


$  180,000    $  15,579 
361.360      23.935 


$(3.751)   $  181.360 


$1,175,000 
792.785 


$  8.356 


$119, A21    $1,125,685 
183.483    1.221.875 


$  9.025    $  (382.215)    $  64.062    $_ 


$     200,000 
271.170 

$       71.170 


$  160,300 
974.837 


$  9.053    $  814,537 


$1,105,000 
1.140.603 


$13,000 
7.382 


$  15,740 
24.168 

$  8,428 


$  84,260    $1,125,685    $10,000 
129.375    1.174.887    12.728 


$  25,000 
107.224 


96.190    $(5.618)   $  82.224 


$  25,000 
12.099 


$195,000 
226.823 

$  31.823 


$195,000 
159.606 


$1,250,000 


$   200,579 
386.544 

$   185.965 


$34,350,000   $9,612,372   $47,875,478 
36.225.860    8.960.411    48.996.541 


1.251.673' 
$    1.673    $  1.875.860   $  (651.961)  $  1.121.063 


$   200,000 
271.170 

$    71.170 


$   179,040 
1.011.058 

$   832.018 


$  1,662,000    $36,400,000    $9,996,806  $50,613,751 
651.302^    35.063.745    9.210.579   47.564.179 


$  (745)   $   35.603    $  45.115    $   49.202    $  2.728    $(12.901)    $(35.394)    $(1.010.698)   $(1.336.255)   $  (786.227)  $(3.049.572) 


$  220,000 
212.192 

$   (7.808) 


$   220,000 
212.192 

$    (7.808) 


See  note  8. 


This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System.  Additional  information  is  provided  in  the  notes  to  the  financial  schedules  on  pages  30  through  35. 
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DEPARTHEWT  OF  STATE  LANDS 


SCHEDULE  OF  BUDGETED  PROGRAM 

EXPENDITURES  BY 

OBJECT  AND  FUND 

BUDGET 

AND  ACTUAL 

FOR 

THE  FISCAL  YEAR  ENDED  JUNE  30, 

1991 

Land 

Resource 

Central 

Administration   Development 

Management 

Reclamation 

Program 

Program 

Forestry 

Total 

PERSONAL  SERVICES 

Salaries 

$  796,572 

$  1,002,478 

$454,440 

$154,389 

$  4,110,666 

$  6,518,545 

Hourly  Uages 

31,868 

1,677,602 

1,709,470 

Employee  Benefits 

197,836 

221,659 

105,291 

34,555 

1,219,530 

1,778.871 

Total 

1.026.276 

1.224.137 

559.731 

188.944 

7,007,798 

10.006.886 

OPERATING  EXPENSES 

Other  Services 

209,156 

4,673,375^ 

16,292 

5,549 

1,531,139 

6,435,511 

Supplies  &  Materials 

75,943 

55,514 

45,002 

9,341 

690,273 

876,073 

Conmunications 

20,225 

71,851 

26,879 

5,531 

192,126 

316,612 

Travel 

20,289 

76,022 

18,376 

6,201 

82,860 

203,748 

Rent 

72.562 

163,473 

6,498 

5,973 

878,206 

1,126,712 

Utilities 

10,474 

13,092 

2,741 

1,058 

94,464 

121,829 

Repair  &  Maintenance 

203,213 

59,697 

5,759 

904 

455,336 

724,909 

Other  Expenses 

4,803 

147,012 

2,043 

1,315 

39,011 

194,184 

Goods  Purchased  For  Resale 

400 
3.963.815 

400 

Total 

616.665 

5.260,036 

123,590 

35.872 

9.999,978 

EQUIPMENT  AND  INTANGIBLE  ASSETS 

Equipment 

18.113 

74.212 

20,669 

765 

437.053 

550.812 

Total 

18,113 

74.212 

20,669 

765 

437.053 

550.812 

CAPITAL  OUTLAY 

Land  &  Interest  In  Land 

3,081,694^ 

2,594 

3,084,288 

Other  Improvements 

500 
3.094 

500 

Total 

3,081,694 

3.084.788 

GRANTS 

From  State  Sources 

265,000 

265.000 

Total 

265,000 

265.000 

TOTAL  PROGRAM  EXPENDITURES 

$1,926,054 

$  9,640,079 

$703,990 

$228,675 

$11,408,666 

$23,907,464 

GENERAL  FUND 

Budgeted 

$1,391,028 

$   315,561 

$709,155 

$  7,904,014 
7,858,046"^ 

$10,319,758 

Actual 

1,349,213 

305,559 

703,990 

10,216,808 

Unspent  Budget  Authority 

$   41.815 

$    10,002 

$  5,165 

$    45.968 

$   102,950 

SPECIAL  REVENUE  FUND 

Budgeted 

$  346,258 

$11,872,366 

$295,484 

$  4,299,181- 
3,550,620"^ 

$16,813,289 

Actual 

285,906 

9,334,520 

228,675 

13,399,721 

Unspent  Budget  Authority 

$   60,352 

$  2,537,846 

$  66,809 

$   748,561 

$  3,413.568 

CAPITAL  PROJECTS  FUNDS 

Budgeted 

$   34,200 

$    34,200 

Actual 

25,286 

25,286 

Unspent  Budget  Authority 

$    8,914 

$     8.914 

INTERNAL  SERVICE  FUNDS 

Budgeted 

$  268,869 

$   268,869 

Actual 

265,649 

265,649 

Unspent  Budget  Authority 

$    3,220 

$     3,220 

See  note  9. 
See  note  10. 


This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System, 
the  notes  to  the  financial  schedules  on  pages  30  through  35. 


Additional  information  is  provided  in 
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DEPARTMENT  OF  STATE  LANDS 


SCHEDULE  OF  BUDGETED  PROGRAM 

EXPENDITURES  BY 

OBJECT  AND  FUND 

BUDGET 

AND  ACTUAL 

FOR 

THE 

FISCAL  YEAR  ENDED  JUNE  30. 

1990 

Land 

Resource 

Central 

Administration    Development 

Hanaqement 

Reclamation 

Program 

Program 

Forestry 

Total 

PERSONAL  SERVICES 

Salaries 

$ 

725,271 

$ 

807,365 

$355,113 

$157,793 

$3,606,019 

$ 

5,651,561 

Hourly  Wages 

45,071 

1,309,165 

1,354,236 

Employee  Benefits 

176.556 

171.930 

78.864 

33.203 

1.049.309 

1.509.862 

Total 

- 

946.898 

979.295 

433.977 

190.996 

5.964.493 

8.515.659 

OPERATING  EXPENSES 

Other  Services 

285,292 

2,855,912^ 

24,651 

6,414 

865,961 

4,038,230 

Supplies  &  Materials 

61,327 

43,913 

26,854 

5,225 

675,871 

813,190 

Communications 

22,163 

61,780 

30,125 

4,553 

181,980 

300,601 

Travel 

31,021 

91,123 

17,353 

8,218 

118,895 

266,610 

Rent 

72,975 

150,141 

7,579 

6,821 

558,794 

796,310 

Utilities 

9,616 

6,715 

1,266 

946 

84,124 

102,667 

Repair  &  Maintenance 

167,136 

15,031 

6,020 

1,320 

460,750 

650,257 

Other  Expenses 

5.092 

123.845 

2.484 

2.200 

54 . 766 

188.387 

Total 

_ 

654.622 

3.348.460 

116.332 

35.697 

3.001,141 

7.156.252 

EQUIPMENT  AND  INTANGIBLE  ASSETS 

Equipment 

34,855 

143,743 

71,538 

6,375 

616,643 

873,154 

Intangible  Assets 

- 

3.052 
146.795 

3.052 
619.695 

6.104 

Total 

34,855 

71.538 

6.375 

879.258 

CAPITAL  OUTLAY 

Land  &  Interest  In  Land 

5,418,821'' 

961 

5,419,782 

Other  Improvements 

371 
1.332 

371 

Total 

5.418.821 

5.420.153 

GRANTS 

From  State  Sources 

265.000 

265.000 

Total 

- 

265.000 

265.000 

TOTAL  PROGRAM  EXPENDITURES 

$1 

.901,375 

$. 

9.893.371 

$621,847 

$234,400 

$9,585,329 

$i 

?2. 236. 322 

GENERAL  FUND 

Budgeted 

$1 

,390,042 

$ 

312,876 

$726,289 

$6,740,726 
6.559.005"^ 

$ 

9,169,933 

Actual 

1 

.382.586 

270.558 

621.847 

8,833,996 

Unspent  Budget  Authority 

$_ 

7.456 

$. 

42.318 

$104,442 

$  181.721 

$. 

335,937 

SPECIAL  REVENUE  FUND 

Budgeted 

$ 

315,923 

$10,687,182 

$290,646 

$3,614,000 
3.026.324^^ 

$14,907,751 

Actual 

283.658 

9.622.813 

234.400 

13.167,195 

Unspent  Budget  Authority 

$_ 

32.265 

$_ 

1.064.369 

$  56.246 

$  587.676 

$ 

1.740.556 

CAPITAL  PROJECTS  FUNDS 

Budgeted 

$ 

34,200 

$ 

34,200 

Actual 

0 

0 

Unspent  Budget  Authority 

$_ 

34.200 

$ 

34.200 

INTERNAL  SERVICE  FUNDS 

Budgeted 

$ 

239,515 

$ 

239,515 

Actual 

235.131 

235.131 

Unspent  Budget  Authority 

$ 

4.384 

$ 

4.384 

See  note  9. 
See  note  10. 


This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System.  Additional  information  is  provided  in  the  notes 
to  the  financial  schedules  on  pages  30  through  35. 
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Notes  to  the  Financial  Schedules 

For  the  Two  Fiscal  Years  Ended  June  30,  1991 


1.  Sonunary  of  Significant 

Accounting  Policies 


Basis  of  Accounting 


The  department  uses  the  modified  accrual  basis  of  accounting,  as 
defined  by  state  accounting  policy,  for  its  Governmental  and 
Agency  Funds.   In  applying  the  modified  accrual  basis,  the 
department  records: 

Revenues  when  it  receives  cash  or  when  receipts  are 
measurable  and  available  to  pay  current  period  liabilities. 

Expenditures  for  valid  obligations  when  the  department 
incurs  the  related  liability  and  it  is  measurable. 

State  accounting  policy  also  requires  the  department  to  record 
the  cost  of  employees'  annual  leave  and  sick  leave  when  used  or 
paid. 

The  department  uses  accrual  basis  accounting  for  Proprietary 
and  Nonexpendable  Trust  Funds.   Under  the  accrual  basis,  as 
defined  by  state  accounting  policy,  the  department  records 
revenues  in  the  accounting  period  earned,  if  measurable;  it 
records  expenses  in  the  period  incurred,  if  measurable. 

Expenditures  and  expenses  may  include  entire  budgeted  service 
contracts  even  though  the  department  received  the  services  in  a 
subsequent  fiscal  year;  goods  ordered  with  a  purchase  order 
before  fiscal  year-end,  but  not  received  as  of  fiscal  year-end; 
and  equipment  ordered  with  a  purchase  order  before  fiscal  year- 
end. 


Basis  of  Presentation 


The  financial  schedule  format  is  in  accordance  with  the  policy  of 
the  Legislative  Audit  Committee.  The  financial  schedules  are 
prepared  from  the  Statewide  Budgeting  and  Accounting  System 
(SBAS)  without  adjustment.   Accounts  are  organized  in  funds 
according  to  state  law.  The  department  uses  the  following  funds: 


Page  30 


Notes  to  the  Financial  Schedules 


Governmental  Funds 


General  Fund  -  to  account  for  all  financial  resources  except 
those  required  to  be  accounted  for  in  another  fund. 


Special  Revenue  Fund  -  to  account  for  proceeds  of  specific 
revenue  sources  legally  restricted  to  expenditures  for  specific 
purposes.  The  department's  Special  Revenue  Funds  include 
Forestry,  Reclamation,  and  Resource  Development  accounts. 
The  majority  of  the  funding  of  the  Special  Revenue  Fund 
expenditures  comes  from  federal  revenues. 

Capital  Projects  Fund  -  to  account  for  resources  used  for 
purchase  or  construction  of  major  capital  facilities.  The 
department  uses  this  fund  for  the  capitol  building  and  long- 
range  building  project  accounts. 


Proprietary  Funds 


Internal  Service  Fund  -  to  account  for  providing  goods  or 
services  to  other  agencies  or  departments  on  a  cost- 
reimbursement  basis.  The  department's  Air  Operations  account 
is  in  the  Internal  Service  Fund. 


Fiduciary  Funds 


Trust  and  Agency  Funds  -  to  account  for  assets  held  by  the  State 
in  a  trustee  capacity  or  as  an  agent  for  individuals,  private 
organizations,  other  governments  or  other  funds.   Department 
fiduciary  funds  include  the  Common  School  Permanent  Trust, 
the  Trust  and  Legacy,  University  and  College  Trusts,  and 
Capitol  Building  Trust  accounts  in  the  Nonexpendable  Trust 
Fund  and  the  Hazard  Reduction  account  in  the  Agency  Fund. 


Annual  and  Sick  Leave 


Employees  at  the  department  accumulate  both  annual  and  sick 
leave.  The  department  pays  employees  for  100  percent  of 
unused  annual  and  25  percent  of  unused  sick  leave  credits  upon 
termination.   Accumulated  unpaid  liabilities  for  annual  and  sick 
leave  related  to  the  Governmental  Funds  are  not  reflected  in 
accompanying  financial  schedules.   In  the  Internal  Service  Fund, 
annual  and  sick  leave  are  recognized  as  expenses  when  the 
related  liability  is  recorded.  The  department  absorbs 
expenditures  for  termination  pay  in  its  annual  operational  costs. 
At  June  30,  1991,  the  department  had  liabilities  of  51,083,250 
for  its  Governmental  Funds  and  $2,941  in  its  Internal  Service 
Fund. 
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Notes  to  the  Financial  Schedules 


Pension  Plan 


Employees  are  covered  by  the  Montana  Public  Employees' 
Retirement  System  (PERS).  The  department  contribution  to 
PERS  was  $400,166  in  fiscal  year  1989-90  and  $456,458  in 
fiscal  year  1990-91. 


General  Fund  Balance 


The  General  Fund  is  a  statewide  fund.   Agencies  do  not  have  a 
separate  General  Fund  since  their  only  authority  is  to  pay  obli- 
gations from  the  statewide  General  Fund  within  their  appropria- 
tion limits.   Thus,  on  an  agency's  schedules,  the  General  Fund 
beginning  and  ending  fund  balance  will  always  be  zero. 


5.         Intrafbnd  and  Inteifond 
Activity 


The  department  pools  the  available  cash  in  the  permanent  trust 
accounts  and  transfers  it  to  an  investment  pool  account.   The 
department  records  investment  earnings  as  revenue  in  the  invest- 
ment pool  account.   The  investment  earnings  are  subsequently 
distributed  to  the  proper  trust  fund  by  recording  a  Nonbudgeted 
Transfer  -  Out  in  the  Investment  Pool  account  and  a 
Nonbudgeted  Transfer  -  In  in  the  proper  trust  account.   Each 
permanent  trust  account  also  earns  income  from  fees,  rentals, 
and  royalties.  The  trusts  then  distribute  income  to  their 
respective  beneficiaries  (i.e.  colleges,  universities,  institutions, 
and  public  schools).  The  following  schedule  summarizes  the 
interfund  activity  in  the  Nonexpendable  Trust  Fund. 


Investment  Earnings 
Trust  Account  Revenues 
Transfers  In 

Total  Nonbudgeted  Revenue  and 
Transfers  In 

Transfer  of  Investment  Earnings 

to  Trust  accounts 
Transfer  from  trust  to  beneficiaries 
Total  Nonbudgeted  Transfers  Out 


Fiscal  Year 
1989-90 

$24,084,700 
29,257,356 
25.249.820 


$23,957,114 

40.073.287 

$64,030,401 


Fiscal  Year 
1990-91 

$25,216,179 
25,890,237 
27.724.867 


$78.591.876     $78.831.283 


$25,217,300 

41.911.742 

$67^29,042 
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Notes  to  the  Financial  Schedules 


Direct  Entries  to  Fond 
Balance 


At  fiscal  year-end  1989,  the  Department  of  Administration 
transferred  the  unobligated  balance  of  $126,389  in  the  Special 
Revenue  Fund's  State  Nursery  account  to  the  General  Fund 
under  the  authority  in  section  17-2-1 1 1,  MCA.  The  State 
Nursery  is  a  continuing  operation  of  the  Department  of  State 
Lands,  so  the  Department  of  Administration  should  not  have 
transferred  the  balance.   At  the  beginning  of  fiscal  year  1989-90, 
the  Department  of  Administration  restored  the  unobligated 
balance  in  the  State  Nursery  account  with  funds  from  the 
General  Fund. 


Cash  Transfers  In  and 
Oat 


Several  state  agencies  may  record  activity  in  the  same  accounting 
entity  on  SBAS.   During  the  fiscal  year,  the  activity  for  each 
agency  is  recorded  on  SBAS  separately.   At  the  end  of  the  fiscal 
year,  the  cash  for  all  the  agencies  using  the  accounting  entity  is 
transferred  to  the  administering  agency. 


The  Cash  Transfers  In  of  $1,025,180  and  $869,180  in  fiscal  years 
1989-90  and  1990-91,  respectively,  reflected  on  the  Schedule  of 
Changes  in  Fund  Balances  represent  the  fiscal  year-end  transfer 
of  the  cash  balances  from  the  Department  of  Revenue  to  the 
Common  School  Trust  account  in  the  Nonexpendable  Trust 
Fund. 

The  Cash  Transfers  Out  of  $32,521,995  and  $33,165,893  reflect 
the  fiscal  year-end  1990  and  1991,  respectively,  transfers  of  cash 
from  the  department  to  the  Public  School  Equalization  account 
maintained  by  the  Office  of  Public  Instruction  in  the  Special 
Revenue  Fund. 


8. 


Estimated  ys.  Actual 
Revenue 


The  department  requires  an  environmental  analysis  of  proposed 
mining  sites.   Mining  companies  reimburse  the  department  for 
the  cost  of  the  analysis.  The  increase  in  actual  revenues  related 
to  Grants,  Contracts,  Donations  and  Abandonments  between 
fiscal  year  1989-90  and  1990-91  is  due  to  the  increase  in 
environmental  impact  statements  required  by  the  department. 
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Reclamation 
Expenditures 


The  department  receives  federal  money  to  fund  Abandoned 
Mine  Land  reclamation  projects.   Each  project  takes 
approximately  three  years  to  complete.   Because  of  the  length  of 
each  project,  the  number  of  projects,  and  the  various  stages  of 
completion,  expenditures  may  vary  between  fiscal  years.  The 
decrease  in  Capital  Outlay  expenditures  between  fiscal  years 
1989-90  and  1990-91  occurred  due  to  the  larger  amount  of 
construction  projects  awarded  and  in  progress  during  fiscal  year 
1989-90.   As  described  in  note  8,  the  department  requires 
environmental  analysis  for  proposed  mining  sites.  The  increase 
in  Other  Services  Expenditures  between  fiscal  years  1989-90  and 
1990-91  for  the  Reclamation  Program  relates  to  an  increase  in 
contracts  with  consultants  to  perform  environmental  analysis. 


10.       Forestiy  Expenditures 


The  department  receives  reimbursement  from  the  U.S.  Forest 
Service  for  fire  suppression  costs.  This  amount  varies  from  year 
to  year  depending  on  fire  season  activity.   In  fiscal  year  1989-90, 
the  department  recorded  $546,460  of  fire  reimbursement 
revenue  in  the  General  Fund  and  $100,000  in  the  Special 
Revenue  Fund.   In  fiscal  year  1990-91,  the  department  recorded 
$25,052  in  the  General  Fund  and  $700,000  in  the  Special 
Revenue  Fund.  The  department  records  the  reimbursement  in 
the  fund  where  the  expenditures  occur. 


11.       Agency  Fund 


The  department  collects  $6.60  per  thousand  board  feet  for 
timber  cut  on  private  land.  The  department  uses  $.60  of  each 
$6.60  collected  to  administer  the  slash  program  and  holds  the 
remaining  $6  until  the  timber  area  passes  inspection  ensuring  it 
is  free  from  fire  hazards.   If  the  timber  area  is  not  cleaned  up, 
the  department  retains  the  $6  per  thousand  board  feet  and  uses 
these  funds  to  clean  up  the  timber  area.   During  fiscal  years 
1989-90  and  1990-91,  the  department  reported  the  following  in 
its  Hazard  Reduction  Agency  Account. 
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Fiscal  Year  Fiscal  Year 

1989-90  1990-91 

Beginning  Deposits  Payable  Balance       $1,462,142  $  1,694,033 

Deposit  and  Fee  Collections             1,407,105  1,591,065 

Deposit  Refunds                       (973,531)  (1,283,183) 
Fee  Transfers  to  Special 

Revenue  Fund                        (201.683)  (166.285) 

Ending  Deposits  Payable  Balance         $1.694.033  $  1.835.630 


12.        Contingency  A  section  of  state  land  in  Flathead  County  is  currently  under 

study  by  the  Environmental  Protection  Agency  as  a  superfund 
site.   The  land  was  leased  by  a  company  and  used  for  pole  and 
post  treating.    Under  superfund  regulations,  the  department  may 
be  named  as  a  responsible  party  and  have  to  pay  a  share  of  the 
site  clean  up  costs.   The  amount  of  the  assessment  is  unknown  at 
this  time,  but  is  expected  to  be  substantial. 
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DEPARTMENT  OF  STATE  LANDS 


STAN  STEPHENS.  GOVERNOR 


STATE  OF  MONTANA' 


(406)  444-2074 


CAPITOL  STATION 


1625  ELEVENTH  AVENUE 
HELENA,  MONTANA  59620 


April  30,  1992 

Mr.  Scott  A.  Seacat 
Legislative  Auditor 
Room  13  5,  State  Capitol 
Helena,  MT  59620 

Dear  Mr.  Seacat: 


-K3  0 


I  have  enclosed  the  Department  of  State  Lands'  responses  to 
the  recommendations  of  your  audit  of  Fiscal  Years  1990  and  1991. 

Please  express  my  thanks  to  your  staff  and  that  our 
Department  staff  appreciated  the  professional  way  the  audit  was 
conducted. 


Sincerely, 


Dennis  D.  Casey,  Commissioner 
Department  of  State  Lands 


DC 
Enclosure 
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-AN  EQUAL  OPPORTUNITY  EMPLOYER- 


DEPARTMENT  OF  STATE  LANDS 
AUDIT  RESPONSE 

Recommendation  #1;   A)  Allocate  resources  to  ensure  deposits  are 
made  in  accordance  with  state  law. 

CONCUR  -  The  Department  realizes  the  ramifications  of  not 
depositing  the  checks  in  a  timely  manner.   There  were  several 
reasons  why  this  one-time  instance  occurred  and  we  would  like  to 
relate  them  to  the  Committee.   First,  the  majority  of  the  CCC 
checks  arrived  3  weeks  late.   The  other  large  number  of  checks 
also  arrived  for  grazing  and  agriculture  payments  imposing  an 
uncommon  burden  on  the  cashier.   Second,  the  cashier  function's 
were  not  being  performed  at  expected  levels  because  of  a  serious 
illness.   The  cashier's  ability  to  rationalize  the  seriousness  of 
the  situation  may  have  been  affected  by  the  illness.   Third,  a 
part-time  employee  who  was  designated  to  help  the  cashier  was 
involved  in  other  assigned  duties  in  another  division. 

We  feel  the  incident  is  an  one-time  occurrence  and  we  have  taken 
the  necessary  steps  to  insure  it  will  not  reoccur.   We  have 
initiated  a  weekly  status  report  to  be  prepared  by  the  cashier, 
reassigned  a  part-time  FTE  to  assist  in  the  busy  seasons,  and  to 
support  the  cashier,  we  will  request  of  Legislature  that  our 
cashier  function  be  supported  by  an  additional  half  time  FTE. 

B)   Distribute  receipts  in  a  timely  manner  to  maximize  interest 
earnings  to  the  trust  funds. 

CONCUR  -  We  feel  with  our  level  of  staffing  that  the  dis- 
tributions are  made  in  a  "timely  manner". 

Recommendation  #2 :   We  recommend  the  department  continue  to  im- 
prove controls  over  contracting  and  expenditure  procedures  for 
the  Abandoned  Mine  Bureau. 

CONCUR  -  We  are  continuing  to  improve  our  controls  over  contract- 
ing and  expenditure  procedures.   The  involvement  of  the  Bureau 
Chief  as  a  Project  Manager  will  be  reviewed  by  a  third  party, 
such  as  the  Administrator  or  designee. 

Recommendation  #3 ;  A)   Spend  non-general  fund  monies  first 
whenever  possible  in  accordance  with  state  law. 

CONCUR. 

B)  Include  fixed  Air  Operations  costs  in  the  calculation 
of  aircraft  rates. 

CONCUR  -  The  department  is  currently  putting  together  a  proposal 
for  including  all  costs  in  our  aircraft  rates. 

C)  Account  for  Air  Operations  activity  in  accordance  with  state 
law  and  accounting  policy. 
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CONCUR  -  The  department  is  currently  putting  together  a  proposal 
for  a  new  funding  structure. 

Recommendation  #4 

A)  Record  all  operating  plans  and  approved  changes  on  the 
Statewide  Budgeting  and  Accounting  System  in  accordance  with 
state  law. 

CONCUR  -  We  are  currently  preparing  the  documentation  to  comply 
with  the  audit  recommendation. 

B)  Spend  in  compliance  with  its  authorized  operating  plan. 

CONCUR  -  It  is  the  intention  of  the  department  that  the  current 
fiscal  years  will  be  in  compliance. 

Recommendation  #5 

A)    We  recommend  the  department  complete  performance  appraisals 
in  compliance  with  state  law. 

CONCUR  -  The  department  has  initiated  the  performance  appraisal 
process  for  FY  1992. 

Recommendation  #6 

A)  Seek  assistance  from  the  Governor's  Office  as  necessary  when 
preparing  the  schedule  of  Federal  Financial  Assistance. 

CONCUR  -  The  department  is  currently  working  with  Governor's 
Office  so  we  will  comply  with  the  requirements  of  the  Federal 
Schedule. 

B)  Ensure  the  accounting  records  adequately  identify  Federal 
expenditures . 

CONCUR  -  We  are  currently  setting  up  a  procedure  to  identify  and 
separate  the  amounts  expended  for  both  state  and  Federal  monies. 

Recommendation  #7 

A)   We  recommend  the  department  record  proceeds  from  the  sale  of 
bid  specifications,  policy  manuals,  and  films  as  revenue  in 
accordance  with  state  accounting  policy. 

CONCUR  -  The  Department  of  State  Lands  is  currently  establishing 
procedures  to  record  future  sales  as  revenue  in  accordance  with 
state  accounting  policy. 
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Recommendation  #8 

A)    We  recommend  the  Department  with  the  Department  of 
Administration's  Accounting  Bureau  to  devise  a  classification  for 
Abandoned  Mine  Reclamation  construction  costs  which  accurately 
reflects  the  expenditure  activity. 

CONCUR  -  The  Department  is  in  the  process  of  establishing  the 
correct  procedures  to  record  these  costs  as  "other  services" 
rather  than  capital  outlay. 
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